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L. BASIC  PROGRAM  ODTLINE 

State  Housing  Assistance  for  Rental  Production  (SHARP)  is  a  State 
program  enacted  in  December,  1983  by  the  Legislature  and  signed 
into  law  by  Governor  Dukakis.  The  program  was  established 
to  address  the  critical  and  growing  need  for  affordable  rental 
housing  in  the  Commonwealth,  while  recognizing  the  limitations  of 
the  State's  ability  to  subsidize  private  housing  development. 

The  need  to  stimulate  the  development  of  additional  rental 
housing  is  widely  recognized.  While  the  State's  population 
growth  has  stabilized,  the  rate  of  growth  of  households  continues- 
— with  an  18%  increase  over  the  past  decade  — and  overall  demand 
for  housing  has  escalated.  At  the  same  time,  new  housing  produc- 
tion has  not  kept  pace  with  demand,  particularly  in  the  area  of 
rental  housing. - 

The  primary  purpose  of  SHARP,  therefore,  is  to  expand  the  supply 
of  rental  housing  in  the  Commonwealth.  The  program  is  designed 
to  encourage  types  of  housing  development  which  the  private 
sector  could  not  accomplish  without  some  form  of  government  aid. 
Since  there  is  an  overwhelming  need  for  housing  which  is  available 
to  low  income  households,  SHARP  requires  that  25%  of  the  units  in 
each  project  be  available  to  such  households.  In  general, 
occupancy  nay  not  be  United  to  particular  types  of  households, 
such  as  the  elderly. 

SHARP  projects  should  add  units  to  the  housing  stock.  The 
program  is  not  geared  toward  the  repair  of  basically  sound  existing 
housing.  Generally,  projects  receiving  SHARP  subsidy  should 
involve  new  construction  or  substantial  rehabilitation  of  vacant 
structures.  Relatively  moderate  improvements  to  occupied  (or 
partially  occupied)  buildings  will  be  permitted  only  when  SHARP 
subsidy  constitutes  the  only  way  to  prevent  imminent  loss  of  the 
units  from  the  housing  stock. 

The  Massachusetts  Housing  Finance  Agency  (MHFA)  will  provide 
permanent  financing  and  EOCD  will  provide  SHARP  funds  to  write 
down  the  cost  of  interest  payments  to  a  level  generally  no 
lower  than  5%  (annual  percentage  rate),  for  a  term  of  no  more 
than  15  years.  It  is  expected  that  most  SHARP  projects  should 
become  self-sustaining  over  this  15  year  time  frame.  The  state 
subsidy  is  a  loan,  not  a  grant,  and  must  be  repaid  to  MHFA; 
however,  the  statute  allows  repayments  to  be  recycled  back  to  a 
project  when  such  a  plan  will  clearly  benefit  low  and  moderate 
income  tenants.  In  all  cases,  the  subsidy  must  be  the  "minimum 
amount  necessary"  to  ensure  project  feasibility. 
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Developers  may  submit  proposals  to  MHFA  at  any  time.  The  Agency 
will  at  that  time  conduct  a  threshold  review. of  each  project , 
after  which  MHFA  may  grant  the  project  "Official  Action  Status"- 
(OAS)  .  This  status  will,  in  no  wayr  confer  upon  the  proposal  any 
priority  for — or  guarantee  of — SHARP  subsidy.  OAS  indicates  only 
that  MHFA  has  granted  preliminary  approval  to  the  development 


a  competitive  review  is  underway  (see  below) • 


From  time  to  time,  EOCD  and  MHFA  will  announce  a  deadline  for  a 
competitive  funding  round.  In  order  to  be  considered  for  SHARP 
funding,  all  applicants  must  submit  complete  SHARP  proposals  as 
specified  for  the  current  funding  competition.  This  applies  to 
all  proposals,,  .including  those  that  may  have  already  received 
OAS.  The  competition  will  involve:  (a)  a  review  against  minimum 
standards;  (b)  a  ranking  of  those  proposals  meeting  minimum 
standards  according  to  established  selection  criteria;  and  (c)  a 
final  selection  for  funding.  Any  special  funding  priority  will 
be  identified  in  the  announcement.  For  those  projects  selected, 
MHFA  will  reserve  SHARP  subsidy,  subject  to  full  underwriting 
review,  and  will  invite  the  developer  to  submit  a  full  mortgage 
application.  MHFA  may  also  select  projects  to  receive  priority 
status  for  future  funding  availability. 

In  order  to  assure  that  SHARP  funds  are  used  as  efficiently  as 
possible  -  and  generate  actual  housing  development  as  quickly  as 
possible  -  MHFA  will  carefully  evaluate  the  likelihood  of  the 
project  reaching  a  construction  start  in  the  near  future. 
Proposals  which  have  received  required  local  approvals  in  advance 
of  the  SHARP  competition  will  be  in  a  better  competitive  position. 

Section  III  (Project  Selection  Criteria)  contains  a  more  detailed 
explanation  of  the  review  procedures  and  the  standard  funding 
priority  considerations. 

II* FINANCING 

By  statute,  the  SHARP  program  may  only  provide  "the  minimum 
amount  necessary  to  make  the  proposed  rental  housing  project 
feasible,  and  to  ensure  that  25%  of  the  units  will  be  occupied  by 
persons  and  families  who  are,  at  the  time  of  initial  occupancy, 
of  low  income." 

SHARP  provides  an  interest-reduction  subsidy  designed  to  bridge 
the  gap  between  "cost-based  rent"  and  "attainable  rent."  "Cost — 
based  rent"  is  defined  as  the  rent  needed  to  support  the  mortgage 
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loan  and  operating  cost  of  a  project.  "Attainable  rent"  is 
defined  as  the  maximum  rent  at  which  units  can  be  rented  on  the 
open  market;  in  the  case  of  units  set  aside  for  low  income 
households,  the  attainable  rent  shall  be  no  higher  than  the 
published  Section  8  Existing  Fair  Market  Rents,  with  allowance 
for  a  maximum  annual  trending  rate  of  five  percent.  The  low  income 
portion  of  the  develoment  will  be  available  for  households  which 
hold  Section  8  or  Chapter  707  rental  assistance  certificates. 
Developers  will  market  these  units  to  current  holders  of  Section 
8  and  Chapter  707  certificates.  However,  should  the  developer 
be  unable  to  fill  all  low-income  units  with  current  certificate 
holders,  EOCD  will  assign  Chapter  707  rental  assistance  funds  to 
any  un rented  low- income  units  in  order  to  prevent  the  loss  of 
rental  income. 

In  computing  the  replacement  cost  of  a  project,  a  developer 
should  consider  generally  accepted  development  costs  such  as 
acquisition,  rehabilitation  and  construction  costs,  site  clearance 
and  preparation,  as  well  as  architectural/  engineering  fees,  bond 
fees,  legal  and  accounting  expenses,  construction  loan  interest, 
real  estate  taxes  paid  during  construction,  insurance,  title  costs, 
developer's  fee,  and  NHFA  and  other  financing  fees. 

Equity  participation  by  general  partners  must  comply  with  the 
following  MHFA/EOCD  policy  for  the  SHARP  program.  The  owner's 
contribution  in  SHARP  developments  will  approximate  twenty 
percent  of  the  total  project  cost  or  project  value  and  will 
consist  of  the  following: 

1.  The  developer's  fee  of  ten  percent  of  project 
costs  exclusive  of  land  allowance. 

2.  Standard  cash  required  at  initial  closing,  expected 
to  approximate  two  percent  of  the  mortgage  amount. 

3.  Standard  operating  period  letter  of  credit  in  a 
minimum  amount  of  four  percent  of  the  mortgage 
amount,  which  can  decline  by  one  percent  per  year 
after  each  full  year  of  operations  at  positive  cash 
flow. 

4.  Additional  operating  letter  of  credit  for  a  term 
of  five  years  in  the  amount  of  four  percent  of 
the  mortgage  amount.  The  amount  of  this  letter  of 
credit  may  be  reduced  by  any  developer's  initial 
closing  cash  contribution  in  excess  of  two  percent 
or  by  the  present  value  of  any  direct  operating 
subsidy  that  the  developer  will  guarantee  to 
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provide  to  the  development.  Any  balance  remaining 
after  five  years  of  operations  will  be  applied  for 
the  benefit  of  the  development,  in  a  Banner 
acceptable  to  the  Agency  such  as  to  build  up 
reserves  or  to  pay  back  or  reduce  "SHARP  payments. 

Compliance  with  this  policy  will  enable  MHFA  and  EOCD  to  make  the 
required  statutory  finding  on  the  minimum  SHARP  amount  necessary. 
Public  funds  from  programs  such  as  UDAG,  HODAG,  and  CDBG  cannot 
be  considered  as  owner's  contributions  or  equity.  However, 
non-profit  or  other  developers  with  limited  equity  resources  may 
use  contributions  from  foundations  or  other  sources  as  a  portion 
of  equity.  During  mortgage  application  processing  following  the 
award  of  SHARP,  the  Agency  may  require  a  higher  level  of  equity 
contribution  if  necessary  to  achieve  project  feasibility  and  to 
meet  financing  program  requirements. 

Operating  costs  should  include  the  cost  of  project  administration, 
management  fee  (to  be  established  as  six  percent  of  gross  rents 
excluding  subsidy,  or  five  percent  of  gross  rents  including 
subsidy  with  a  minimum  requirement  of  $300  per  unit)  routine  and 
preventive  maintenance,  utilities,  insurance,  security,  and 
real  estate  taxes.  A  replacement  reserve  of  3/4  percent  of  the 
direct  construction  cost  with  a  minimum  of  $275  per  unit  should 
also  be  included.  The  developer  6hould  build  in  a  vacancy 
allowance  of  at  least  five  percent.  Adequate  provision  should  be 
made  to  meet  110  percent  debt  service  coverage  requirements. 
Net  income  for  return  on  equity  should  not  exceed  6%.  The 
applicant  should  submit  a  market  analysis  indicating  number  and 
type  of  units  and  indicating  that  the  actual  project  rents  to  be 
charged  after  inclusion  of  a  SHARP  subsidy  are  supportable  in  the 
market  area. 

According  to  the  statute,  the  SHARP  subsidy  "shall  not  exceed  in 
any  one  year,  on  a  per  unit  basis,  the  difference  between  the 
amount  determined  by  EOCD  to  be  necessary  to  pay  debt  service  on 
a  typical,  newly  constructed  rental  housing  project  at  prevailing 
interest  rates  on  bonds  whose  interest  is  tax  exempt  from  federal 
or  state  taxation,  and  the  amount  necessary  to  pay  such  debt 
service  at  5%  per  annum." 

For  example,  let  us  assume  that  the  typical  mortgage  loan  for  a 
newly  constructed  two-bedroom  unit  is  $60,000,  and  the  prevailing 
tax  exempt  interest  rate  is  11%.  Annual  debt  service  on  such  a 
unit  is  $6,901;  annual  debt  service  on  the  same  unit  would  be 
$3,903  at  5%  annual  percentage  rate.  The  difference,  or  $2,998 
per  annum,  would  be  the  maximum  allowable  SHARP  subsidy.  Peri- 
odically, EOCD  and  MHFA  will  issue  a  schedule  of  maximum  per- 
missible SHARP  subsidies  by  bedroom  size.   This  schedule  will  be 
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updated  when  necessary  to  reflect  significant  changes  in  construc- 
tion costs  and  the  level  of  tax-exempt  interest  pates. 

The  Commonwealth  may  grant  SHARP  subsidies  up  to  the  maximum 
level  described  above  even  if  development  costs  are  lower  than 
those  for  a  typical,  newly  constructed  project.  For  example,  the 
infusion  of  a  subsidy  (such  as  Community  Development  Block  Grant 
or  an  Urban  Development  Action  Grant)  or  the  use  of  lower-cost 
construction  methods  may  reduce  the  development  cost  per  unit 
without  reducing  the  maximum  permissible  SHARP  subsidy.  In  any 
case,  the  developer  must  provide  evidence  to  MHFA  to  demonstrate 
that  the  requested  SHARP  subsidy  is  the  minimum  amount  necessary 
to  ensure  project  feasibility  and  to  make  the  rents  marketable  in 
the  given  area. 

Since  the  term. of  a  permanent  mortgage  may  significantly  exceed 
fifteen  years,  the  project  should  be  self-sustaining  during  the 
later  years  of  permanent  financing.  Typically,  it  could  be 
projected  that  supportable  attainable  rents  will  grow  more 
quickly  over  the  term  of  the  permanent  mortgage  than  cost-based 
rents,  which  are  closely  tied  to  fixed  debt  service  costs.  Not 
only  should  this  trend  allow  a  project  to  become  self-sustaining 
by  its  fifteenth  year  (or  earlier)  but  it  should  also  allow  the 
"minimum  amount  necessary"  to  decline  during  the  term  of  the 
subsidy.  The  decline  in  the  "minimum  amount  necessary"  to  ensure 
project  feasibility  will  allow  a  gradual  reduction  in  SHARP  subsidy 
during  the  period  for  which  subsidy  is  granted. 

An  applicant  should  build  the  gradual  reduction  of  SHARP  subsidy 
into  the  proposal's  projected  long-term  operating  budget. 
Gradual  increases  in  "attainable  rents"  may  be  fixed  to  a  specific 
percent,  or  pegged  to  a  commonly  accepted  index.  If  assumptions 
about  inflation  prove  accurate,  then  the  reduction  in  subsidy 
will  be  possible.  Further,  if  net  income  is  higher  than  antici- 
pated, the  additional  income  will  serve  to  reduce  the  amount  of 
future  SHARP  required. 

For  example,  let  us  assume  that  a  project  receives  a  SHARP 
subsidy  of  $2,998  per  unit  during  its  initial  year.  The  de- 
velopers, anticipating  increased  "attainable  rents"  during  the 
remaining  years,  may  suggest  a  gradual  reduction  in  SHARP  subsidy 
throughout  the  fifteen-year  term  of  the  subsidy.  Consider 
the  following  example,  in  which  the  subsidy  declines  by  6.6% 
annually: 

Project  Year  SHARP  Subsidy/Unit 

1  $2,998- 
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2  2,798 

3  2,5$8   . 

4  2,398 

5  2,199 

6  1,999 

7  1,799 

8  1,599 

9  1,399 

10  1,199 

11  999 

12  799 

13  600 

14  400 

15  200 

Under  another  scenario,  the  level  of  SHARP  may  be  lower  initially 
and  may  decline  more  slowly  during  the  later  years  of  the  fifteen- 
year  term.   Consider  the  following  example: 

Project  Year  SHARP  Subsidy/Unit 

1  $2,298 

2  2,198 

3  2,098 

4  1,998 

5  1,899 

6  1,799 

7  1,699 

8  1,599 

9  1,499 

10  1,399 

11  1,299 

12  1,199 

13  1,100 

14  1,000 

15  900 

Note  that  in  each  of  the  above  cases,  the  total  SHARP  subsidy  per 
unit  is  $23,984,  for  the  full  fifteen-year  term,  and  the  average 
annual  SHARP  subsidy  per  unit  is  $1,599.  Developers  should 
recommend  subsidy  reduction  schemes  which  suit  their  project 
needs,  as  long  as  the  total  subsidy  per  unit  is  the  minimum 
amount  necessary  in  accordance  with  the  objectives  of  the  statute. 
The  contracted  first  year's  SHARP  total  will  be  the  maximum 
permitted  for  any  one  year  over  the  term  of  the  contract. 
Further,  waivers  to  the  developer's  proposed  schedule  for  SHARP 
decline  will  be  considered  on  a  case-by-case  basis  only  where 
general  market  conditions  beyond  the  developer's  control  have 
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jeopardized  project  viability. 

SHARP  is  designed  as  a  loan,  not  a  grant.  Developers  should 
expect  to  repay  the  subsidy  at  some  point  in  the  future.  However, 
in  order  to  protect  the  financial  integrity  of  the  project,  there 
will  not  be  a  requirement  of  a  "balloon"  repayment  at  the  end  of 
the  fifteen-year  term.  Instead,  SHARP  subsidies  will  be  repaid 
as  the  project  can  afford  to  do  so,  but  in  any  event  at  sale 
and/or  refinancing,  which  may  take  place  at  termination  of  the 
SHARP  subsidy  or  later  during  the  term  of  the  mortgage.  At  that 
point,  MHFA  will  recover  either  the  full  outstanding  balance  due 
of  SHARP  subsidy,  or  a  negotiated  percentage  of  at  least  fifty 
percent  of  the  sale  proceeds,  whichever  is  lesser.  If  this 
payment  does  not  cover  the  entire  repayment  of  SHARP  subsidy, 
then  the  unpaid  remainder  will  be  scheduled  for  later  payment. 
Interest  on  the  SHARP  loan  will  be  calculated  at  a  rate  of  five 
percent  per  year,  except  that  this  rate  may  be  reduced  by  the 
EOCD  and  the  Agency  depending  on  the  need  for  such  funding  to 
protect  low-income  residents  after  the  SHARP  subsidy  ends. 

The  statute  requires  that  the  proceeds  of  repayment  "shall  be 
used  for  the  benefit  of  low  and  moderate  income  tenants  pursuant 
to  this  program."  This  means  that  MHFA  may  allow  the  repayment 
proceeds  to  be  used  to  maintain  the  low  income  component  of  the 
development.  Applicants  may  recommend  such  a  "recycling"  of  all 
or  part  of  the  repayment  proceeds  when  they  can  justify  that  such 
recycling  is  necessary  for  the  benefit  of  low  and  moderate  income 
households,  in  accordance  with  the  provisions  of  the  statute. 

When  applying  for  SHARP,  developers  should  explain  how  the 
interest  of  low  income  residents  of  the  development  will  be 
protected  after  the  SHARP  subsidy  ends.  For  example,  if  the 
development  will  be  converted  to  condominiums,  the  developer  might 
develop  a  program  to  assist  the  low  income  tenants  to  purchase 
their  units,  or  to  retain  them  as  reasonably  priced  rental 
units.  Under  another  scenario,  the  developer  might  transfer  the 
units  to  the  local  housing  authority  at  sale  or  refinancing.  If 
the  developer  is  requesting  a  recycling  of  SHARP  repayment 
proceeds,  he  should  explain  specifically  how  the  funds  would  be 
used  to  prevent  displacement  of  the  low  income  tenants. 

III.   PROJECT  SELECTION  CRITERIA 

SHARP  applications  will  be  reviewed  via  a  three-tier  process.  When 
MHFA  receives  a  SHARP  application,  it  will  determine  if  the 
application  meets  the  minimum  requirements  for  the  program. 
These  requirements  will  be  those  normally  applied  when  reviewing 
applications  for  OAS,  plus  others  which  relate  to  the  particular 
stipulations  of  the  SHARP  statute.   The  second  phase  of  the 
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competitive  review  will  involve  a  ranking  according  to  established 
selection  criteria.  The  third  phase  will  be  the  final  project 
selection.  Only  after  this  selection  will  applicants  be  asked  to 
submit  a  mortgage  application  for  underwriting  review. 

Minimum  Standards; 

All  projects  must  meet  the  following  statutory  criteria,  according 
to  the  legislation  creating  the  SHARP  program.  Several  of  these 
criteria  are  described  in  more  detail  in  the  Financing  section  of 
these  guidelines. 

a.  Fifteen-vear  term;  The  project  must  demonstrate 
that  it  will  be  able  to  sustain  itself  after  the  term 
of  the  SHARP  subsidy  has  run  out  (this  may  not  exceed 
fifteen  years) .  This  will  be  determined  based  upon  the 
applicant's  submission  of  operating  pro  forma  statements 
for  three  years  beyond  the  final  year  of  SHARP  subsidy 
acceptance. 

b.  Maximum  per  unit  subsidy:  The  amount  of  SHARP  subsidy 
"shall  not  exceed  in  any  one  year,  on  a  per  unit  basis, 
the  difference  between  the  amount  determined  by  EOCD  to 
be  necessary  to  pay  debt  service  on  a  typical,  newly 
constructed  rental  housing  project  at  prevailing 
interest  rates  on  bonds  whose  interest  is  exempt  from 
federal  or  state  taxation,  and  the  amount  necessary 
to  pay  such  debt  service  at  an  interest  rate  of  5% 
per  annum".  Periodically  EOCD  and  MHFA  will  issue 
a  schedule  of  maximum  permissible  SHARP  subsidies  by 
bedroom  size.  This  schedule  will  be  updated  to  reflect 
significant  changes  in  construction  cost  and  the 
level  of  tax-exempt  interest  rates. 

c.  Minimum  amount  necessary  to  ensure  feasibility  and 
25%  low  income  occupancy;  The  SHARP  subsidy  shall 
be  "the  minimum  amount  necessary  to  make  the  proposed 
rental  housing  project  feasible,  and  to  ensure  that 
25%  of  the  units  in  such  a  project  be  occupied  by 
persons  and  families,  who  are,  at  the  time  of  initial 
occupancy,  of  low  income."  Requests  for  SHARP  subsidy 
will  be  considered  the  "minimum  amount  necessary"  only 
if  the  developer  is  investing  an  equity  amount  determined 
in  accordance  with  the  owners1  contribution  standards 
outlined  herein.  Only  developments  which  require  SHARP 
for  economic  feasibility  can  be  considered  for  award  of 
funds. 


Revised  1/17/86 

SHARP  Guidelines  -  9  -         January  1986 


d.  Location  of  project;  The  project  roust  be  located  in  a 
"housing  development  area,"  as  defined  by  the  statute, 
or  the  project  must  be  "a  low  and  moderate  income  rental 
housing  project, "  as  defined  by  the  statute.  A  housing 
development  area  is  "any  blighted  open  area,  or  any 
decadent  area,  or  any  substandard  area"  as  defined  in 
Chapter  121B  of  the  General  Laws.  To  obtain  designation 
as  a  housing  development  area,  the  developer  must 
submit  appropriate  information,  along  with  certifi- 
cation from  local  officials,  to  MHFA;  MHFA  in  turn  will 
request  the  required  designation  from  EOCD  during 
mortgage  commitment  processing.  (In  certain  cases, 
EOCD  may  waive  the  need  for  local  certifications.) 

e.  Undue  concentration t   MHFA  must  be  satisfied  that 
it  can  certify  that  the  proposed  project  is  itself 
designed  to  house  persons  and  families  of  varied 
economic  means,  and  will  not  contribute  to  undue 
concentration  of  low-income  persons  and  families 

in  any  one  neighborhood. 

f.  Repayments  A  SHARP  subsidy  repayment  plan  must  be 
developed  and  submitted  to  MHFA  following  the  format 
shown  in  the  Appendix.  If  a  developer  proposes  a 
recycling  of  the  repayment  back  to  the  project,  this 
plan  should  indicate  how  the  repayment  will  benefit  the 
low-  and  moderate- income  tenants. 

In  addition  to  the  statutory  requirements  listed  above,  minimum 
standards  will  include  several  other  elements: 

a.  Quality  of  development  teams  MHFA  will  assure  that  the 
development  team  is  complete,  and  that  it  consists  of 
experienced  and  responsible  members.  The  team  should 
include  a  mortgagor/owner,  developer,  contractor, 
architect,  management  agent,  and  attorney.  The  develop- 
ment team  roust  be  current  in  all  its  obligations  to 
MHFA  and  roust  have  the  financial  resources,  acceptable 
credit  history,  measurable  acceptable  housing  experience 
in  both  development  and  management,  acceptable  equal 
opportunity  track  record,  and  adequate  staff  to  carry 
out  the  proposal. 

b.  Preliminary  site  reviews  MHFA  will  determine  whether 
the  proposed  site  is  suitable  for  the  suggested  develop- 
ment. It  roust  have  available,  or  planned,  all  necessary 
and  appropriate  utilities 
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and  community  facilities.   The  developer  must 
demonstrate  control  of  the  site. 

c   Marketability  of  units;   Rent  levels  and  area 
demand  for  the  market  units  must  .ensure  that  they 
are  marketable,  considering  project  location  and 
the  quality  of  the  units  to  be  produced.  In  general, 
occupancy  nay  not  be  restricted  to  the  elderly. 
Further,  based  upon  marketing  experience  to  date  in 
the  program,  in  general  we  will  not  permit  0-bedroom 
units  to  be  planned  for  low- income  occupancy 
(except  for  the  preservation  of  current 
single-room  occupancy  housing  where  a  need  for 
such  housing  exits) ,  and  will  limit  the  number  of 
one-bedroom  units  so  designated.  Subject  to  these 
limitations  low-income  units  should  be  distributed 
proportionately  across  unit  sizes. 

d.  Affirmative  Actiont  The  proposal  should  contain 
plans  from  the  developer  to  affirmatively  seek 
minorities  and  women  for  professional  services, con- 
struction and  permanent  jobs  and  contracts,  and  to 
develop  an  acceptable  affirmative  fair  housing 
marketing  plan  for  rental  of  the  apartment  units. 

ROTE:  Misrepresentation  of  any  material  element  in  the  proposal 
may  be  grounds  for  rejection. 

Selection  Criteria 

During  the  competitive  review,  projects  will  also  be  reviewed  and 
scored  to  determine  how  well  they  meet  certain  policy  objectives 
of  the  SHARP  program.  This  review  will  cover  the  following 
objectives  in  three  categories: 

A.   Development  Quality  Goals:    10  points  each,  maximum  of  50 

points.  Projects  must  score  a 
minimum  of  §0  points  and 

have  an  acceptable  design  in 
order  to  remain  in  the  competi- 
tion. The  Agency  reserves  the 
right  to  reject  proposals  that 
appear  to  be  inherently 
economically  infeasible. 

1.  Design.  The  quality  of  the  proposed  design, 
including  life  cycle  costs  and  the  treatment  of 
special  environmental  conditions,  will  be  reviewed 
for  each  project. 
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2.  Development  Team.  The  track  record  and  capacity 
of  the  development  team  will  be  carefully  reviewed. 
Successful  experience  with  similar  or  larger  sized 
projects  of  comparable  complexity  will  be  a 
critical  element  of  the  review. 

3.  Site.  The  proposed  site  should.be  suitable  for 
housing.  The  necessary  utilities  and  amenities 
should  be  presently  available,  or  planned  as  part 
of  the  development.  Zoning  and  site  control  will 
be  reviewed. 

4.  Management.  The  prospective  manageability  of  the 
development,  the  quality  of  the  management  plan, 
and  the  experience  and  capacity  of  the  management 
agent  will  be  carefully  evaluated. 

5.  Marketability.  The  likely  ability  of  the  units  to 
be  marketed  at  the  proposed  rents  will  be  carefully 
reviewed. 

•  • 
B.   Overall  Impact  Goals:    10  points  each,  maximum  of  40  points 


1.  Community  impacts.  Projects  with  demonstrable 
favorable  impacts  upon  the  community  and  neighbor- 
hood, in  support  of  local  policies,  shall  be  given 
preference.  Such  projects  include  those  which 
would  encourage  rehabilitation  of  nearby  develop- 
ment, or  promote  investment  in  a  locally  targetted 
revitalization  district,  or  provide  new  types  of 
housing  opportunities  in  the  area  to  be  served. 
Projects  should  not  involve  displacement.  Projects 
which  increase  the  supply  of  affordable  housing  in 
areas  suffering  displacement  will  be  given  favorable 
consideration.  Evidence  of  local  support  would 
include  permissive  zoning  and  financial  or  other 
contributions  to  the  project  by  the  community. 

2.  Meet  Bousing  Needs.  Most  favorable  consideration 
will  be  given  to  projects  which  best  meet  the 
overall  housing  needs  of  communities  in  which  they 
will  be  located.  In  most  parts  of  the  Commonwealth, 
the  need  for  three-bedroom  units  is  particularly 
pressing  and  the  provision  of  3-BR  units  will 
increase  the  proposal's  point  score.  Similarly, 
points  will  be  reduced  if  1-BR  units  are  proposed 
for  an  area  showing  relatively  little  need  for 
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1-BR's.  See  also  the  comments  relative  to  market- 
ability under  minimum  standards* 

3.  Affirmative  Action.  SHARP  encourages  developers 
to  provide  housing  and  job  opportunities  to 
minorities  as  well  as  utilizing  minority  profession- 
al services  and  other  businesses  and  suppliers. 
Applications  which  propose '-vigorous  affirmative 
action  and  affirmative  fair  housing  marketing 
efforts,  beyond  the  minimum  requirements  considered 
during  the  OAS  review,  will  be  given  special 
preference. 

4.  Readiness  to  Move  to  Contruction.  Proposals  which 
are  ready  to  move  quickly  to  construction  should 
receive  more  favorable  consideration.   Evidence  of 
readiness  would  include  proper  zoning  for  the 
proposal,  advanced  design  documents,  building 
permits  etc. 

C.  Minimal  SHARP  Subsidy  Goal:    Projects  which  require  less 

than  the  maximum  permitted 
amount  of  SHARP  subsidy  in  the 
first  year,  as  well  as  over 
the  proposed  term  of  the 
subsidy  agreement,  may  earn  up 
to  10  additional  points 


This  criterion  is  consistent  with  a  desire  to  generate  the 
greatest  level  of  housing  production  for  the  amount  of  SHARP 
funds  authorized  by  the  Legislature.  However,  MHPA  must  determine 
that  the  proposal  does  in  fact  need  SHARP  subsidy  for  economic 
feasibility.  (Proposals  which  do  not  require  SHARP  should  be 
considered  by  MHPA  for  financing  under  the  "80/20"  program. 
Please  consult  MHPA  staff  for  a  full  program  description. 

Maximum  Total  Possible  Points:  100 

Final  Project  Selection 

After  the  projects  are  all  scored  and  ranked,  MHPA  will  select 
the  highest  ranked  projects  to  receive  awards  of  SHARP  subsidy 
subject  to  consideration  of  two  additional  key  program  objectives. 
Some  of  the  selected  projects  should  complement  efforts  to 
revitalize  urban  neighborhoods,  and  there  also  should  be  a 
reasonable  distribution  of  selected  projects  throughout  the 
Commonwealth.   Further,  MHFA  reserves  the  right  to  limit  the 
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number  of  awards  to  any  one  developer.  SHARP  decisions  Bade  at 
this  tine  represent  interim  awards  subject  to  MHFA  determination 
of  project  feasibility,  as  described  below. 

Underwriting  Review 

Following  selection  of  a  proposal  for  SHARP  funding,  the  developer 
will  be  required  to  submit  to  MHFA  a  full  mortgage  application 
based  on  the  proposal  and  a  mortgage  commitment  processing  fee. 
(The  mortgage  application  must  be  submitted  within  3  months  of 
SHARP  award.  You  may  wish  to  refer  to  the  MHFA  processing  fee 
schedule.)  The  MHFA  review  will  be  geared  to  determining  the 
technical  acceptability  of  the  project,  the  financial  feasibil- 
ity of  the  requested  loan,  and  the  value  and  marketability  of  the 
completed  housing.  Significant  changes  in  the  proposal  will  not 
be  allowed.  Any.  change  that  would  have  affected  the  proposal's 
ranking  will  be  -considered  to  be  a  significant  change  and  could 
be  grounds  for  recapture  of  the  SHARP  subsidy  awarded.  Failure 
to  submit  the  required  mortgage  application  within  this  deadline 
and/or  a  determination  of  mortgage  infeasibility  by  MHFA  may  also 
result  in  subsidy  recapture.  All  proposals  are  expected  to  be  able 
to  reach  a  construction  start  within  nine  months  of  the  date  of 
the  selection  for  SHARP  funding. 

The  staff  will  inform  developers  of  any  special  requirements  of 
potential  financing  programs.  In  the  event  that  actual  financing 
rates  are  more  than  or  less  than  the  estimated  rates  used  in 
evaluating  project  feasibility,  the  financial  impact  of  such 
changes  will  be  analyzed  on  a  case-by-case  basis.  In  no  event, 
however,  will  the  amount  of  owner's  contribution  (equity)  be 
reduced. 


r, 


